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Measuring deregulation is hard — existing tools face sharp trade-offs

Regulation and deregulation are central to economic policy debates

Yet measuring the intensity and direction of regulatory change is hard

Existing approaches face trade-offs:

� Federal Register counts: treat all rules equally, can’t distinguish direction

� Keyword-based news indexes: can’t easily separate deregulation from regulation

� Firm-level measures (Kalmenovitz, 2023; Calomiris et al., 2020): granular but
narrow scope

� Cross-country indexes (OECD): infrequent, not suitable for time-series

This paper

Uses large language models to construct a comprehensive, high-frequency
deregulation index for the U.S. (1960–present) and study its economic effects
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The index captures six decades of U.S. regulatory reform

365-day moving average of AI-classified NYT articles, indexed to mean 100 in 1960–2019.
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This paper: approach and main findings

Approach

1. News-based deregulation index
(1960–present) using LLM

2. Comparison against Federal Register
documents

3. VAR for macro effects of higher
deregulation

4. Panel regression of industry returns
on industry-specific deregulation

5. Firm-level deregulation sentiment
from earnings calls

Findings

1. Captures every major deregulation
wave; scope has shifted over time

2. “News” leads formal implementation
by almost one year

3. " GDP, investment, productivity, stock
prices; # prices, VIX

4. Positive effects on industry returns

5. Firms increase investment in response
to self-reported expected deregulation
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Roadmap

1 Data and Methodology

2 The Deregulation Index

3 Federal Register Comparison

4 Macroeconomic Effects

5 Sectoral Deregulation and Industry Returns

6 Firm-Level Deregulation Sentiment and Effects

7 Conclusions
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Two-stage pipeline: (1) keyword filter + (2) AI classification

Source: All news articles published in the New York Times, 1960–2025 (daily)

Two-stage approach:

1. Pre-filter: Boolean query retrieves articles likely to discuss regulation
� Keywords: regulat*, deregulat*, liberaliz*, antitrust, ‘‘red tape’’,

monopol*, . . .

� ) �600,000 articles (from �2.5M total)

2. AI classification: Prompt instructs ChatGPT to quantify deregulation in each
article’s first 3,000 characters
� Assigns intensity scores on a 0.0–1.0 scale

� Distinguishes: deregulation vs. regulation, advocacy vs. proposals vs. enacted

� Captures the extensive and intensive margins of deregulation
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The prompt distinguishes advocacy, proposals, and enacted measures

Key elements of the prompt:

Definition: deregulation = reduction/elimination of government regulations

6-point intensity scale: 0.0 (pro-regulation) to 1.0 (major federal law enacted)

Distinguishes advocacy (0.6), proposals (0.8), enacted measures (1.0)

Past events = 0.0; only current deregulation counts

SCORE SCALE --- USE ONLY: 0.0, 0.2, 0.4, 0.6, 0.8, 1.0

0.0: Pro-regulation OR no deregulation discussed

0.2: Single brief mention or passing reference

0.4: 1--2 sentences; brief but clear mention

0.6: Multiple paragraphs; advocacy by CEOs/groups; state/local proposals

0.8: Substantial focus; federal proposals or state laws enacted

1.0: Major focus; federal laws enacted or comprehensive coverage

CRITICAL RULES:

1. Pro-regulation articles = 0.0

2. Articles about PAST events (many years ago) = 0.0
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Results ! Score = 1.0: Article centers on major federal deregulation

Why the model assigns 1.0:

Apr 20, 1978: Article’s primary focus is
deregulation

\(...) provide airlines the broadest
freedom in 40 years to compete for
passengers by lowering fares."

Broad scope — affects an entire sector

Not a passing mention or historical
retrospective

) This is the type of article that drives the index
during major reform episodes
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Results ! Score = 0.2: Deregulation appears only as a brief aside

Why the model assigns 0.2:

Jan 26, 1990: Article is primarily about
foreign investment

Deregulation mentioned in a passing
reference, in a broad way

No discussion of specific measures,
proposals, or advocacy

Does not describe scope or policy stage

) Contributes marginally to the index
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Results ! Score = 0.0: Unrelated to deregulation

Why the model assigns 0.0:

May 14, 1980: Article
contains \less regulation" in
the context of dancing
“regulation lines”, used in
ballet to describe adherence
to original choreography.
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In every period, index is weighted sum of deregulation scores

Daily index:

Indext =

X
i2Sampled Articlest

Scorei

Total NYT Articlest

Numerator: sum of AI deregulation scores across all sampled articles on day t

Denominator: all NYT articles on day t (not just regulatory ones)

Normalizes for changes in publication volume over time

Robustness: Also constructed using Washington Post and Chicago Tribune )
correlations > 0:90
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The index captures six decades of U.S. regulatory reform

365-day moving average of AI-classi�ed NYT articles, indexed to mean 100 in 1960{2019.
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Dissecting the aggregate deregulation index

Aggregate index brings information about overall deregulation e�orts, but is silent
about timing, sector, type of measures, geography

Our database provides rich information that helps us answer these questions

We provide extra cuts by doing an additional layer of AI-evaluation

Prompts: \This is a deregulation article. Given that,...

1. ...is the deregulation about proposed or enacted measures?"

2. ...which sector is a�ected by the deregulation?"

3. ...what type of deregulation is mentioned?"

4. ...which country is the deregulation about?"
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1. Proposed deregulation leads enacted by �2 months

Cross-correlation calculated on 90-day MA series.
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2. Sectoral peaks align with known reform episodes

Each row normalized by sector's historical average. Red = above average; blue = below average.
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3. Deregulation shifted from price controls to compliance costs

1960s 1970s 1980s 1990s 2000s 2010s 2020s

Entry & Exit 19.4 20.3 19.4 21.8 19.7 18.8 19.7
Price 20.5 31.0 16.9 11.8 10.5 5.5 6.3
Product & Service 23.9 21.1 30.8 29.9 32.6 35.4 34.9
Geographic 24.7 15.1 16.6 20.5 20.1 15.5 11.9
Labor 4.0 3.5 5.0 4.5 4.9 5.8 6.2

Other 7.4 8.9 11.2 11.5 12.2 19.0 21.0

Three eras of deregulation:

1970s: Price deregulation dominated | oil, gas, airlines, interest rate ceilings

1980s onward: Product & service standards (compliance cost reduction)
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3. Since 1980, deregulation articles mention pro�ts more and competition less

Since 1980: share mentioning pro�ts rising from 30% to >40%
Share mentioning competition falling from 60% to <40%
Consistent with shift from entry-barrier removal to compliance-cost reduction

) Recent deregulation may favor incumbents over new entrants
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